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SEC’s Pitt Deflected by Enron, Sept. 11 

Sat Mar 16, 9:40 AMET 
By Kevin Drawbaugh 



WASHINGTON (Reuters) - Somewhere on his road to rolling back big, bullying 
government, Securities and Exchange Commission (news - web sites) Chairman Harvey 
Pitt wiped out at Enron Curve. 

Both the collapse of Enron Corp. and the Sept. 11 attacks are confronting America's 
top markets regulator with urgent demands for more government power and spending. 
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Presiding over an expansion of the SEC may have been the last thing on Pitt's mind 

when he was appointed last summer by President Bush (news - web sites) , but events have a way of changing 
reformers' plans, said academic experts and officials. 

"That's generally the problem with a lot of these people when they come in, they have already staked out some 
philosophical territory," said Bala Dharan, accounting professor at Rice University's Jones School of Management. 


"What he's now finding is (that) even if he doesn't get a single new regulation on the books, just enforcing existing 
ones will need more resources and more people." 

But new regulations are here, and more are on the way. Since Pitt took over last August, Congress has enlisted the 
SEC in the war on terrorism by extending federal anti-money-laundering laws to SEC-regulated financial firms. 

Momentum is building behind proposals for forming an SEC-supervised overseer for accountants to help avert future 
financial disasters like Enron, the former Houston energy trader that filed the largest ever U.S. bankruptcy on Dec. 2. 

Bush last week called on the SEC to crack down on auditors, impose new penalties on corporate wrong-doers and 
require faster, more complete disclosures by companies and managers. 

Coupled with chronic pay and staffing problems at the SEC, all these new demands have prompted lawmakers in the 
House of Representatives to propose doubling the SEC budget — puny by federal agency standards at $438 million — 
to $876 million. 

The White House is resisting budget hikes for the commission, even as it asks it to take on new jobs. But backing for 
a bigger, better-fiinded SEC is virtually unquestioned in both parties on Capitol Hill to help restore public trust in 
markets shaken by the Enron train-wreck. 
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The General Accounting Office - websites ), the investigative arm of Congress, concluded this month that the 
oEC was increasingly strained" in fulfilling its duty to protect investors. The commission in 2001 reviewed only 
about 16 percent of annual corporate filings it received, about half its annual goal of 30 to 35 percent, the GAO said. 

Amid such alarming findings, Duke University investment banking and law professor Michael Bradley said, "People 
are just willing to write a blank check to the SEC ." 

The push for a bigger, costlier commission challenges Pitf s early approach to leading the SEC, which regulates 
8,000 brokerage firms, 7,500 financial advisers, 34,000 investment company portfolios and 17,000 publicly traded 
corporations. 


Formerly a private lawyer, Pitt once was big business' 'go-to guy' on securities law. Clients ranged from Enron's 
former auditor Andersen and accounting industry trade group the American Institute of Certified Public Accountants 
to major corporations such as Dell Computer Corp., Morgan Stanley and Bear Stearns Cos. Inc. . 

He was fighting the SEC just over two years ago on behalf of accountants over his predecessor Arthur Levitt's push 
for stricter auditor independence laws. When Bush appointed him, Pitt promised a top-to-bottom review of SEC 
rules and a more cooperative relationship with business. 

In an early speech to accountants, he said the days when accountants had to fear the SEC were over, prompting a 
testy letter of inquiry in early December from Rep. John Dingell, a Michigan Democrat, on the SEC's attitude toward 
enforcement. 

Ever since, Pitt has made a point to talk tough about the commission's zero-tolerance for law-breakers. 

Still, officials observed, the burly Brooklyn native has not seized the Enron Moment to grab more power for the 
SEC, as his predecessors might have done. Rather, his proposed policy responses to Enron have been circumspect, — 
critics would say tepid — reflecting his personal beliefs. 

PITT'S STYLE 

Harvey has healthy respect for the legislative branch. He's handled it quite well. I think there's a difference in style 
here with previous SEC chairmen. But that represents a change in personal style, as well as philosophy," Rep. 

Michael Oxley, chairman of the House Financial Services Committee and a proponent of a much larger SEC budget, 
said in an interview. 

Even today, Pitt seldom misses a chance to flourish his political convictions. "I do not believe that the solution to 
every problem starts and ends with larger and more expensive government," he told the Senate Banking Committee 
last week. 

But in the same hearing, he asked Congress for $15 million more for his budget to hire 100 new employees and $76 
million for raises for existing staff, who are chronically underpaid. 

His top-to-bottom review will occur soon, he said, but it is likely to have a predictable result. "In light of the events 
of the past six months, I think it is foreseeable that the SEC will require additional funding." Pitt told Congress. 
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Contact. Erik Smith or Kori Bernards, 202-225-0100 both for House Democratic Leader Richard A. Gephardt Web 
http://democraticleader.house.gov 

WASHINGTON, March 14 /U.S. Newswire/ - The following was released today by the office of House Democratic 
Leader Richard A. Gephardt; 

Gephardt on the Budget, Middle East, etc. 

Gephardt. Good morning. Let me just first say that Democrats believe that this budget that we are going to consider 
next week should be based on certain important values. Opportunity. We believe that there should be adequate 
education funding so that our young people can have an opportunity to succeed. 

It should be based on responsibility. Our most important responsibility is to make sure that Social Security (news - 
websites) fund has adequate funds to take care of the baby boomers in the next 7 to 8 years, and that we have a 

Medicare prescription drug program that will work for our senior citizens, and we believe it ought to be based on 
community. 

We have grave needs in homeland defense. We have to protect our country. We have to prosecute the war against 
terrorism. We need to beef up our defense efforts and our homeland defense efforts and we think that should be 
handled in this budget. 

Democrats believe that the Republican budget fails on all counts. First of all, it isn't honest. It has a whole variety of 
gimmicks that are used to try to get people to misperceive what is really happening in their budget. 

The truth is that we have squandered the surplus. We squandered the surplus in large part because of the Bush 
economic program that the Republicans passed last year. 


It will keep us fi’om fulfilling our promise in Social Security, fulfilling our promise to America's senior citizens with a 
Medicare prescription drug program, to fulfill our promises with the lock box which the Congress passed five times. 

So we think that we have got to ask to have a discussion. I've asked the administration on two or three occasions to 
simply have a discussion, a summit, a meeting. Just as a family would in the midst of a tragedy. Sit around the dining 
room table and figure out a new budget. I can assure that families who lost loved ones on 9/11 have, since that time 
sat down together and figured out a new budget for their families. 











































America is no different. America was the victim of a tragedy on 9/11. Everything we assume, everything we thought 
before 9/11 has changed. Therefore, we think it is imperative that as good, responsible stewards of the public trust, 
that we should sit down with the administration, with Republicans, and work out a budget plan for the next 5 and 10 
years that will reach America's goals and solve America's greatest problems. And that's what we hope can happen in 
the days ahead. 

If we just revert to the old fashioned budget process here — they put up a budget, we put up a budget. We have all 
kind of rhetorical flourishes, they win their budget, we lose our budget, we all have a fine political debate - it isn't 
going to serve anybody's purpose. It isn't going to solve an 3 ^hing. It isn't going to move this country in the right 
direction. It is not going to solve the very large, important problems that we face. 

Q Congressman, yesterday in his news conference President Bush (news - web sites! talked about how he was 
protecting executive prerogatives against congressional encroachment. In practical terms, what do you think that 
means and what does that portend for the relationship between the White House and Congress? 

Gephardt. Well, I think you know, that is why we have a court system. He has a view. Presidents always have views 
about their information and what they need to tell the Congress or tell the public. 

In the case of the energy task force, the GAO has a different view, and they are now in court and that will be 
decided. My own view is that you're better off getting the information out. If there is nothing harmful there or 
nothing difficult, then what is lost by getting the information out of who attended these meetings? No one has asked 
for all the detail of what was said in the meetings, but they're asking for a list of who they consulted with. 

This is, in the GAO's view, the making of public policy by the executive branch and they feel that they deserve to 
know who was in these meetings. So the court will have to figure it out. 

Q But to follow-up, he was talking more broadly. He mentioned the GAO and Cheney issue; it actually started with 
the question about Tom Ridge and should he testify and he seemed to be talking about a whole broad area. 

Gephardt. Presidents often take these views. I have never seen a President yet who thought they had to report to 
Congress when they were introducing troops around the world. That is the way they look at the world. It isn't the 
way we look at the world and that is why we have disputes often about these kind of questions. And, again, you 
know there is some right on his side and there is some right on our side and these are cases that the judicial system 
has to review and come up with a right answer. 

I never thought any President was completely right in asserting that they did not have to tell anybody anything, but 
they often do that. 

Q Back on the budget, sir, last year the Republican budget attracted support from some moderate conservative 
Democrats, those in competitive districts; it had the big tax cut in it. Do you anticipate the budget this year, which 
has a very small tax cut and a very different set of numbers, will attract any Democratic support when it comes up on 
the floor next week? 

Gephardt. Are you talking about last year? 

Q I'm saying last year's budget did attract some Democratic support. 

Gephardt. We had very little support here for the Bush economic plan last year. I think we only lost a couple of 
Democrats, and I've never seen the party this unified on the budget question. I have been in meetings for the last 2 
days on multiple occasions and I have never seen the party this unified. People are upset that we have squandered the 
surplus. They are upset that everything we argued 8 months ago has now come true. That we said we needed a 
flexibility, we needed a cushion in the budget. That we could not foretell the things that might happen that would 




We were for a big tax cut. We were for a tax cut that went to the right people for the right things. We lost. They 
won. Since then, the President has said he would change that economic plan over his dead body. 

I can understand those words. Those are clear English words. And so we are where we are. But our Members 
believe that we, irresponsibly as a country now, as a Congress, have squandered the surplus, made it impossible to 
shore up Social Security and be ready for the baby boomers, made it impossible to have a sensible Medicare 
prescription drug program, made it impossible to have a decent road and highway program and infrastructure 
program, made it impossible to deal with the very important issue of education and the environment. 

And so that's why we are seeking to have a discussion with the White House. Look, we know we can't get 
everything we want. But we don't think that the Republicans ought to get everything they want. And we sure don't 
think we ought to stay locked on a path toward the destruction of Social Security and toward the inability to not 
have a Medicare prescription drug program. 

And as I said a moment ago, we think this calls for a family national discussion of what we are going to do, given 
9/11, given the need to defend our country, given the need of homeland defense, all of which understandably and 
legitimately costs money. You can't do those things without spending public money, and that has changed our budget 
situation dramatically from where we were before 9/11. 

And so we are seeking to find answers to America's biggest problems. We think that the Republican budget in the 
House is a failure, an absolute, total failure in dealing with the big problems that America faces. 

And we don't see any value in just having another tub-thumping debate out here where they say we are wrong and 
we don't have a plan, and we say they're wrong and they don't have a plan. Let's sit down and come up with a plan 
that will work for America. And we are in a crisis. This country is in a crisis. We are at war. We are having to defend 
our homeland in a way that we never dreamed that we would have to do. And Americans want us to do that. They 
want to be secure and we need to do that. 

But if you're in a crisis, you need to sit down and work together to find the answers. We don't need to say no, never, 
we are not even going to think about any other ideas, our minds are closed, we won't look at anything else, we know 
the truth, nobody else knows anything, and we are just going to go do what we want to do. That isn't appropriate to 
this situation. 

Q If you dont get the summit that you ask for by next week, will Democrats have a full alternative that you will offer 
on the floor? 


Gephardt. There are Democrats who think that it makes no sense to have an alternative because it is just the same 
old tired debate that we have had before. There are other Democrats and we are having these discussions that think 
we ought to put up some ideas to get out of this mess. And we may do that. We haven't finished our deliberations 
within the party. But I've never seen all parts of our party as unified as they are in this case. There is a complete 
meeting of the minds in this party that we have squandered the surplus, that no one heeded the warnings that we 
gave 8 months ago, that Social Security is in danger. Medicare prescription drugs are not going to be able to happen. 

The cupboard is bare and we need to deliver that message. We need to make people aware of the crisis we are in and 
we need to sit down together and work out a new budget for this country. This is not a time for business as usual. 
This is a time to get down to the hard work of working out a consensus budget for this country in war, in defense of 
our security and our well-being. 

Q Mr. Gephardt, on the question of the bill that is coming to the floor today, the "two strikes and you are out" for 
sex offensers, do you have any feeling whether this is meaningful, helpful legislation or whether it is political 
posturing? Any thoughts at all? 
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.answer to that 


Q Congressman, switching subjects, on the Middle East, can you talk about, I don't know, the administration's 
diplomatic effort there or lack of effort over the last year. Any concerns that you might have of them being slow to 
move? 

Gephardt. I was in the Middle East about 5 or 6 weeks ago. I was concerned then, and I've been concerned for some 
time as we all have, that the violence is growing every day and that people are being killed, civilians are being killed, 
and that we are moving quickly in the wrong direction. 

I m glad the President has sent General Zinni back to the region. I hope he will stay there and I hope he will do 
ever 5 ^hing, as I know he will, in his power to try to bring about at least a reduction in the violence, if not an end to 
the violence. 


But it's first steps first. We've got to bring down the violence, because every day it gets worse. And now Sunday and 
in the thousands of civilians are being killed on both sides. It is as close as you can get to a war. I mean, if this is not 
a war. I'm not quite sure what it is. And it's dangerous. Israel has forever been our ally and friend in the Middle East. 
It is the only democracy in the region. We have spent a lot of our time and resources trying to help the Israelis and 
we will continue to do that. 

We also, however, want peace and we want there to be a long-lasting peace between the Palestinians and the Israelis. 
And America is the one country in the world, along with a lot of help from other countries, that can bring — can help 
bring about a long-lasting peace in the Middle East. 

So I think it is positive that General Zinni is finally going back. I think he can do this and I hope he will stay there. 
We will support his efforts in every way that we can and hope that he can bring about a reduction in the violence. 

Q Has this administration been too slow, though, in pushing an aggressive diplomacy in the Middle East, or ignored 


Gephardt. Well, you know, first of all, assigning blame is not going to necessarily get us to where we want to go. 
You have got to look at the history of what happened. Bill Clinton's effort and Prime Minister Barak's efforts and 
Arafat's efforts a year and a half ago got everybody right up to the top of the mountain. They could see the summit. 
They were about to have the peace plan. 

And even after Bill Clinton left office, Barak and Arafat met at Taba and had further negotiations on both the 
geography of the settlement and how they were going to settle Jerusalem and they made tremendous progress. And 
then the issue of right of return came up, and they did not have the time or the ability to deal with that. If they had 
had more time, I even think they might have reached a peace agreement at that moment. 

Then Barak gets defeated, Clinton is gone and now the negotiators fall all the way down the mountain and now they 
are probably underground and they are frustrated and they are bitter. They saw the summit, and now they are a long 

way away from it and you correspond why people would be frustrated, upset, rancorous and bitter about where they 
are. 

The President, the new President, President Bush, when he came in, said, we support Middle East peace efforts, but 
they really have to accomplish it on their own. It is easy in Monday morning quarterbacking to say that maybe wasn't 
the right thing to do at that time, but that was the position that was taken. And then when the intifada 2 started and 
violence started up, we sent over General Zinni, and he has been there twice. 

My own feeling is that it was important then and now for us to get somebody on the ground all the time. Because in 
the end, this thing only gets to move in the right direction if you can build trust and respect and communication 
between Arafat and Sharon, and that is certainly not happening now. The question is can General Zinni or anyone be 
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I hope and pray that he can. 


And again, we will do anything we can here to the extent we can help to help him achieve this goal. This is important 
for the United States, it's important for Israel, it's important for the Palestinians, it's important for the entire region, 
and it is important for peace in the world. It is a very important issue and one that we need to pay special attention to 
as we now are. 

Q Are you suggesting that this administration squandered an opportunity or misplayed this by not being more 
proactive a year ago? 

Gephardt. Again, I think we have to look forward and we have got to try to make sense out of this and we've got to 
get progress. This is really important. I'm very worried about what is happening there and the continuing escalation 
of violence. 

Q Are you suggesting this administration squandered an opportunity a year ago by not being more proactive? 

Gephardt. I want to look forward. I want to solve the problem. And I don't know that — I could probably point out 
things that past administrations did not do exactly right. But it's Monday morning quarterbacking at this point. We 
need to solve this problem and we need to work together here to help solve the problem. And we need to bring the 
violence down as rapidly as we can. 

Q Mr. Gephardt, on that point. Congress has been largely silent on this whole question of what is going on in the 
Middle East. Can you explain a little why lawmakers haven't been more vocal? And you emphasized the United 
States' connection to Israel. Is there any growing frustration among lawmakers here with Israel's tactics towards the 
Palestinians? 

Gephardt. First of all, I and others have spoken out on this the entire time. I was in the Middle East. I spoke to the 
press and the public there and I have spoken about it many times here. So — you know, and I came back and I talked 
to the President, and I talked to Colin Powell (news - web sites) in a spirit of trying to make constructive suggestions 
for how to move this in the right direction, and I think they are listening to some of those suggestions, and I think 
they are doing some of the things that people think might help. 

Look, this is not easy. If it were easy, we would have gotten it done a long time ago. This is one of the most 
intractable problems that we face in the history of our country, and it has direct implications for our country. 

To your second question, look, we have to help bring about a reduction in the violence. We don't improve that ability 
by taking sides and becoming judgmental about what one side or the other does. I think Colin Powell has tried to say 
that the continued escalation of the violence is not helpful on either side. And when you are there and you talk to the 
people, you can see how there is public sentiment for using violence against terrorism. 

I mean, put yourself in the Israeli view. You have got people coming over there as suicide bombers walking into 
civilian malls and streets and blowing up innocent people and themselves. That is a lot like what happened here on 
9/11. And so, it is hard to say to someone you just stand by and let this happen and happen and happen and happen 
and happen day after day. I mean, if you were in their shoes just as we were on 9/11, you can understand the desire 
to try to get at the people that are doing this. 

On the other hand, when you're in a cycle of violence, it only escalates and people get very angry. When we got to 
Jerusalem the first night I turned on the TV and they had TV pictures of a funeral of one of the terrorist leaders on 
the Palestinian side, and I can understand why Mr. Sharon and the Israelis, if Mr. Arafat is not going to arrest them, 
wants to take action against them. But if you could have seen the faces of the Palestinian, the immediate thing 
occurred to me was these are a number of new recruits to be terrorists. The feeling for revenge, the feeling for 
hatred, the feeling for retaliation was palpable in their faces that the hatred you could see in their faces. 
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and we need to work with the executive branch to bring about a reduction in the violence. It is very important and 

we've got to get this done. It is imperative. 

Q Well, do you agree with the President's assessment yesterday, in effect, this latest Israeli military operation wasn't 
helpful, the Israelis went too far? 

Gephardt. Well, you see, the problem with all of this is you can say that every day about both sides. I mean every 
time there is more violence, it is another demonstration that this thing is close to out of control, if it isn't out of 
control. And so I don't think we are going to get anywhere by, you know, from afar pronouncing judgments on what 
everybody is doing. What we've got to do is get on the ground in the region and start building communication and 
ultimately if we can, a relationship of trust and cooperation between the leaders of both sides so that we can get them 
to begin moving in a virtuous cycle rather than a negative cycle. 

Q Back on the budget, how important do you think it is that Democrats offer an alternative? And also, what are the 
sticking points within your own caucus, the nature of your discussions, what needs to get done before you can have 
some sort of consensus alternative? 

Gephardt. Well, we are talking about all of that. As I said to you. I've never seen the caucus as unified on a question 
as this. They feel we have squandered the surplus, they feel we left ourselves now latitude with the Bush economic 
plan, and we are in a position where the cupboard is bare, and we just haven't quite recognized it yet or admitted it 
yet. And they think the Republican budget is an abject failure. It is filled with gimmicks and misperceptions and 
serves no good purpose. 

Now, you know, what do you do with that? That's what we are discussing and we are talking about a lot of different 
ideas and we'll be ready early next week where we come out. 

Q One of the criticisms that Mr. Nussle used at the committee markup yesterday to the Democrats who kept offering 
amendments to the bill was that it was better to have a plan on the table than no plan at all and just snipe at it. And 
that is probably something that you will likely hear on the floor if you don't produce a plan. Do you feel that you 
need to politically, at least, produce some kind of an alternative to mute that kind of criticism from the GOP? 

Gephardt. Well, we are talking about it. I must tell you that the Republican economic plan has put the whole country 
in a box. And their failure to listen to what we were trying to say 8 months ago has squandered the surplus, and we 
are now in a position where no one, including the Republicans, can fulfill our promises. 

They're going to spend Social Security money in each of the next 10 years. They're going to spend almost $2 trillion 
of Social Security money in the next 10 years. Now you can argue that that would have been okay in 1981. You 
can't argue that is okay today. The baby boomers — if there is one thing I am sure of, the baby boomers are coming 
for their Social Security in about 8 or 10 years. And the question I would ask the Republicans is where is your plan? 
They got a plan, but it's full of holes, it's foil of gimmicks and it's foil of misperception. Where is your plan to fulfill 
our common commitment to Social Security and the lock box? They don't have it. They don't have it. 

Nobody can have it because we are in a box and we are in a box created by the Bush economic plan that they touted 
so heavily 8 months ago. And we are not saying, you know, they've got to give up their whole plan. We are just 
saying let's sit down and talk, we are in a new world. Anybody that is rational after a tragedy in the family would sit 
down and work out a new budget. I can assure you every family that lost loved ones on 9/11 has worked out a new 
budget. By necessity, they couldn't pay their rent. They couldn't make their house payment in some cases. They 
couldn't make their car payment. So they worked out a new budget real fast. 

So instead of just going into Social Security for $2 trillion, we think we ought to sit down and work out a new 
budget. Maybe what we ought to do is send this budget back to the Budget Committee and say where is the plan to 
save Social Security? So there are a lot of ideas to look at here and we are going to look at all of them. 

Q Mr. Gephardt, do you have any strong feelings one way or the other where Harold Ford should get into the Senate 


race? I should have prefaced that we are changing directions. Tennessee politics. 


Gephardt. I have enormous respect for Harold Ford, Jr. He's one of the best Members I have ever seen here. He is 
bright. He is committed to people. He has done a great job of representing his constituents here, and if he makes a 
decision to run for the Senate, he would have a great chance to win and he would be a great candidate for the United 
States Senate. 

I talked to him yesterday. I don't know what his decision will be, but I have enormous confidence in him and I think 
he will make the right decision for both himself and his supporters and for Tennessee. 

(Whereupon, at 11:03 a.m., the press conference was concluded.) 
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